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STAFF SUMMARY FOR DETERMINATION OF NEED 
BY THE PUBLIC HEALTH COUNCIL 

October 13, 2010 
 
APPLICANT:  Steward St. Elizabeth’s Medical  PROGRAM ANALYST: Bernard Plovnick 
 Center of Boston, Inc.  
       

LOCATION: 736 Cambridge Street REGION: HSA 4 
Boston, MA 02135 

 

DATE OF APPLICATION:   May 10, 2010  PROJECT NUMBER:  4-3B92 
  
PROJECT DESCRIPTION:  Transfer of ownership of Caritas St. Elizabeth’s Medical Center through the 
sale of its assets to Steward St. Elizabeth’s Medical Center of Boston, Inc., a for-profit Delaware 
business corporation of which Steward Hospital Holdings LLC (“SHH”), a Delaware limited liability 
company, is the sole corporate member.  SHH is managed by its sole corporate member, Steward Health 
Care System LLC, a Delaware limited liability company affiliated with Cerberus Capital Management, 
L.P. 
        

ESTIMATED MAXIMUM CAPITAL EXPENDITURE: Not Applicable 
 

ESTIMATED INCREMENTAL OPERATING COSTS: Not Applicable 
 

LEGAL STATUS: A unique application for a Determination of Need filed pursuant to M.G.L. c.111, §51 
and the regulations adopted thereunder. 
 

ENVIRONMENTAL STATUS: No environmental notification form or environmental impact report is 
required to be submitted for this project since it is exempt under 301 Code of Massachusetts Regulations 
11.00, promulgated by the Executive Office of Environmental Affairs pursuant to Massachusetts General 
Laws, Chapter 30, Sections 61-62H.  This exemption has the effect of a determination that the project 
will cause no significant damage to the environment.  
 

OTHER PENDING APPLICATIONS:   None 
    

COMPARABLE APPLICANTS:   None 
 

COMMENTS BY OFFICE OF THE ATTORNEY GENERAL:  The Office of the Attorney General 
reviewed the transaction and issued a separate report with conditions. 
 

COMMENTS BY EXECUTIVE OFFICE OF HEALTH AND HUMAN SERVICES (“EOHHS”): 
EOHHS has determined that no access problems exist for Medicaid recipients in Caritas St. Elizabeth’s 
Hospital’s primary service area.  EOHHS anticipates that the Hospital will continue to make access to 
Medicaid providers and primary care for Medicaid patients a priority (Attachment 2). 
 

COMMENTS BY THE DIVISION OF HEALTH CARE FINANCE AND POLICY: None submitted 
 

COMMENTS BY INTERESTED PARTIES:  A public hearing was held in Brighton on June 22, 2010.  
Comments have been summarized and addressed in this staff summary. 
 

RECOMMENDATION:  Approval with conditions 
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I.    BACKGROUND AND PROJECT DESCRIPTION 
 

Steward St. Elizabeth’s Medical Center of Boston, Inc. (“Applicant” or “Steward St. Elizabeth’s”) is 
seeking a Determination of Need (“DoN”) for transfer of ownership of Caritas St. Elizabeth’s Medical 
Center (“Caritas St. Elizabeth’s” or “the Hospital”).  Caritas St. Elizabeth’s is a 252-bed acute care 
hospital located at 736 Cambridge Street, Boston, MA 02135 with satellite facilities located in Bedford 
and Brighton. 

      
The Hospital is a member of Caritas Christi Health Care (“Caritas”), a comprehensive, integrated 

health care delivery network providing community-based medicine and tertiary care in eastern 
Massachusetts, southern New Hampshire and Rhode Island.    

 
Steward St. Elizabeth’s is a for-profit Delaware business corporation of which Steward Hospital 

Holdings LLC (“SHH”), a Delaware limited liability company, is the sole corporate member.  SHH is 
managed by its sole corporate member, Steward Health Care System LLC (“Steward”), a Delaware 
limited liability company affiliated with Cerberus Capital Management, L.P, a private equity firm based 
in New York City. 

 
The Hospital’s service area includes 17 metropolitan Boston communities, including Allston-

Brighton, Arlington, Newton, Waltham, and Weston.  The Hospital’s 252 licensed beds include 133 adult 
medical/surgical beds, 16 intensive care beds, 7 coronary care beds, 18 maternal newborn service beds, 
18 neonatal intensive care beds, 11 substance abuse service beds, and 49 acute psychiatric beds.  

 
The proposed transfer of ownership is set forth in an extensive purchase and sale agreement 

involving Caritas St. Elizabeth’s and five other Caritas member hospitals.  Subject to approval of the 
transaction and upon closing, Caritas intends to assign its interest to the Applicant, which will own and 
operate the hospital.  It is the stated objective of the Applicant that the proposed transfer of ownership 
will allow the hospital to continue to operate as a community hospital serving the same cities and towns 
as Caritas St. Elizabeth’s. 

 
Caritas St. Elizabeth’s Medical Center of Boston, Inc. is the current licensee and, under the terms of 

the transfer of ownership agreement, the proposed licensee will be Steward St. Elizabeth’s Medical 
Center, Inc. for the Hospital and its satellites.  The Applicant does not anticipate any immediate changes 
in services for at least three years and no capital expenditures are contemplated in association with this 
transfer. 

 
II.   STAFF ANALYSIS  
   
      Based upon a review of the application as submitted, Staff finds that the application satisfies the 
requirements for the Alternate Process for Change of Ownership found in 105 CMR 100.600 et seq.  
Specifically, Staff finds that the Applicant satisfies the applicable standards applied under 100.602 as 
follows: 
 
A. Individuals residing in the hospital's primary service area or health systems area comprise a majority 
of the individuals responsible for the following decisions: 

 
(1) Approval of borrowings in excess of $ 500,000; 
(2) Additions or conversions which constitute substantial changes in service; 
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(3) Approval of capital and operating budgets; and 
(4) Approval of the filing of an application for determination of need. 
 
According to the Applicant, a nine-member board will be responsible for the above decisions.  As 

shown in Attachment 1, six of the nine members (67%) will be individuals residing in the Hospital’s 
primary service area. 

  
B. Evidence that consultation has taken place with the Division of Medical Assistance, prior to 
submission of the application, regarding access problems of Medicaid recipients to medical services in 
the facility's primary service area. 
 

The Executive Office of Health and Human Services (“EOHHS”) submitted a letter documenting that 
a consultation had taken place with the Applicant regarding Medicaid access to the Hospital’s services.  
In its letter dated September 2, 2010, EOHHS stated, based upon its review of information submitted by 
the Applicant and other relevant parties, no known access problems exist for Medicaid recipients in the 
Hospital’s primary service area.  A copy of the EOHHS letter is provided as Attachment 2. 
 
C. Neither the applicant nor any health care facility affiliates of the applicant have been found to have 
engaged in a pattern or practice of violating the provisions of M.G.L. c. 111, § 51(D). 
 

The Division of Health Care Quality has determined that neither the Applicant nor any of its 
affiliates has knowingly engaged in a pattern or practice in violation of the provisions of M.G.L. c.111, 
§51(D).  
 
D.  If the application is for a transfer of ownership of a hospital, then the applicant is a hospital licensed 
by the Department or is an affiliate of a hospital licensed by the Department. 
 

With the signing of a management consulting agreement with Caritas St. Elizabeth’s Medical Center, 
the Applicant became an affiliate of a licensed Massachusetts hospital.  The effective date of this 
agreement, included as Attachment 3, was May 6, 2010.   

   
Evidence of Responsibility and Suitability 
 
       In addition to meeting the DoN standards indicated above, Staff notes that an applicant proposing to 
acquire an existing health facility must also be found to be responsible and suitable by the Division of 
Health Care Quality in order to be granted a hospital license.  The Division of Health Care Quality found 
that Steward St. Elizabeth’s Medical Center, Inc. meets the requirements for suitability set forth in 105 
CMR 130.104.   

 
III. COMMENTS BY INTERESTED PARTIES 
 

A public hearing was ordered by the DoN Program Director and held on June 22, 2010 at Brighton 
High School.  The hearing was conducted jointly with Office of the Attorney General (“Attorney 
General”) and with the Department’s Office of Suitability.  At the hearing, which was attended by over 
one hundred people, 39 people, including the Applicant, provided testimony.  Other parties submitted 
written comments during the comment period, which was extended through July 30, 2010. 
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Those testifying or submitting written comments included senior management of Caritas and 
Cerberus, physicians, employees, Hospital trustees, local citizens, elected public officials, and 
representatives of local organizations. Several individuals and organizations testified at the hearing or 
submitted written comments that were not specific to any one hospital but addressed broadly the 
Caritas/Cerberus transaction.  Comments on the Caritas/Cerberus transfer were received from SEIU1199, 
Catholic Action League of Massachusetts, Health Care Access Coalition, Health Care For All, Health 
Care Without Harm, Health Law Advocates, International Union of Operating Engineers Local 877, 
Mass Home Care, Massachusetts Building Trades Council of the AFL-CIO, Metrowest Legal Services, 
Southcoast Hospitals Group, Teamsters Local 25, and from several concerned citizens. 

 
Dr. Ralph de la Torre, Chief Executive Officer of Caritas and Lisa Gray, representing Steward, 

outlined the reasons for the change in ownership as well as the details and benefits of the proposed 
agreement.  Caritas described its extensive search for a merger partner or financial investor necessitated 
by its critical need for a source of capital to update its aging facilities and equipment and to fully fund its 
pension plan.  Further, it was reported that Cerberus/Steward has agreed to continue to fund pastoral care 
and community benefits, and to maintain the Catholic identity and existing charity care policies.  
Dr. de la Torre will be retained as CEO of the new entity and each of the Caritas hospitals will maintain 
its own board of trustees.  As a for-profit organization, Steward will be subject to state and local tax 
requirements.  The major issues of the public hearing testimony and other written comments, along with 
Staff’s responses, are presented below. 
 
General Comments 
 

The overwhelming majority of the comments were in support of the transfer of ownership.  Many 
comments noted that the increased financial stability would improve the Hospital, allowing it to grow and 
make investments in its future and helping it to better serve the community. 
 
Employee Issues  
 

Many employees spoke at the hearing and noted that the infusion of capital would improve the 
facility, increase job security, job growth and career advancement, and make it easier to attract quality 
physicians and staff.  Others noted that the proposal would provide stability for the pensions of present 
and former employees of the Hospital. Others highlighted the merger agreements’ recognition of existing 
union contracts and provision for collective bargaining. Written testimony from SEIU 1199 supported the 
transfer for all of the above reasons. 

 
Staff Response:  Although not within the DoN review factors, based on the terms and conditions of 
the Asset Purchase Agreement between Caritas and Cerberus, Staff agrees that St. Elizabeth’s 
employees will benefit from the proposed transaction. 
 

Financial Impact of Transaction 
 

Many speakers noted the need for capital and for the investment that Steward/Cerberus would make 
in the facility.  Some pointed to other benefits to the community at large, such as the expected benefit of 
creating new jobs in both the health care and construction sectors.  Others, notably elected officials, 
pointed to the critical importance of new revenues to the local tax base. 
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Staff Response:  Although not within the DoN review factors, staff agrees that there will be a 
positive financial impact in the service area as a result of the Cerberus acquisition of the Caritas 
hospitals.  The improved financial viability of St. Elizabeth’s should have a positive impact on jobs 
in medicine and construction in the area, expand opportunities for local entry level health care 
providers, and provide significant new tax revenues to the local tax base and to the Commonwealth.   

 
Catholic Identity 
 

Two speakers expressed serious concern for the future of the Catholic mission of the Hospital.  A 
spokesperson of the Catholic Action League of Massachusetts opposed the provision in the Stewardship 
Agreement that would permit Steward/Cerberus to abandon the Catholic mission upon payment of 
$25 million to a charity to be selected by the Boston Archdiocese. 

   
Staff Response: Staff notes that the Applicant and the Roman Catholic Archbishop of Boston 
(“RCAB”) have executed a Stewardship Agreement dated April 30, 2010 defining the details of the 
Catholic identity of the Hospitals subsequent to the transfer of ownership.  While it is accurate that 
the Stewardship Agreement does provide an option for the Applicant to buy out its commitment to 
preserving the Catholic identity of the Caritas system of hospitals as a whole, or of an individual 
hospital if it were to be sold, this matter falls outside of the scope of DoN review. 

 
Essential Services     
 

Some who testified expressed concern about the future of essential Hospital services, fearful that the 
Applicant may reduce or close unprofitable but needed services.  Psychiatric and substance abuse 
treatment services were cited in the testimony of several individuals and organizations as being essential 
services needing protection.  Another organization focused upon elder services while another sought 
assurance that services to the most vulnerable area residents not be reduced. 
 

Staff Response: Staff notes that the Attorney General has set a condition on the sale of the Caritas 
hospitals that sets up a system for monitoring health care access issues for the populations served by 
the six hospitals.  The Attorney General and the Department of Public Health will both participate in 
the monitoring function.  Another condition will require that the Applicant not close any of the 
hospitals or reduce inpatient psychiatric and detoxification services for the first three years following 
the change of ownership.  Further, the Attorney General has made a provision by which the three-
year prohibition against closure of any hospital or reduction of inpatient psychiatric and 
detoxification services may be extended to five years if certain conditions are met. 
 

Commitment to the Community 
 

A number who testified questioned the adequacy of the three-year commitment made by the 
Applicant to maintain ownership of the Hospital, suggesting that a longer commitment was needed.  
Several called for the formation of a nonprofit community foundation with the proceeds of the sale of 
charitable assets.  One suggested that a foundation be formed to fund unmet community health needs. 

 
Staff Response: Staff notes that, while these items fall outside of the scope of DoN review, most are 
matters that the Office of the Attorney General has addressed in its review process. 
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Quality  
 

Several who testified warned of the possibility of a conflict between profits and quality.  One group 
questioned whether the transfer to new ownership would change the Hospital’s patient care profile and 
staffing ratios.  Others called for assurances that staffing ratios remain unchanged. 

 
Staff Response: Staff notes that the scope of DoN review in a transfer of ownership application is 
limited to the Department’s suitability review of the Applicant.  If the transfer of ownership is 
successful, the Applicant will be required to meet the Department’s quality standards in order to 
obtain and maintain licensure of the facility. 
 

Environmental Health 
 
     Health Care Without Harm (“HCWH”) recommended that the Applicant improve overall health 
performance the Caritas facilities through membership in Practice Greenhealth, by adopting the Green 
Guide for Health Care, and through participation in the Environmental Protection Agency’s (“EPA”) 
proposed Climate Showcase Communities Grant.  HCWH offered to consult with and support Cerberus 
to comply with these recommendations.         
 

Staff Response: Staff notes that the Applicant would be required to meet the hospital standards of the 
Green Guidelines adopted by the Department in any future construction projects requiring DoN 
approval. Beyond that, membership in environmental organizations such as proposed by HCWH 
would be a consideration for the Applicant, not the Department.  The DoN Program will forward the 
HCWH recommendations to the Applicant for its consideration. 
 

IV. Interpreter Services 
 

The Office of Health Equity (“OHE”) recently conducted a review of the interpreter and outreach 
services available to limited and non-English proficient (“LEP”) patients at the Hospital.  Improvements 
recommended by OHE are presented in Attachment 4 of this Staff Summary.  OHE’s recommendations 
have been included as a condition of approval of this project. 

 
V. Staff Recommendation 
 

Based on the above analysis, Staff recommends approval with conditions of Project No. 5-3B92 for 
the transfer of ownership and original licensure of Caritas St. Elizabeth’s Medical Center resulting in a 
change in its corporate membership whereby Steward St. Elizabeth’s Medical Center of Boston, Inc. will 
assume control over Caritas St. Elizabeth’s Medical Center. Failure of the Applicant to comply with the 
conditions may result in Department sanctions, including possible fines and/or revocation of the DoN.   
 

The conditions of approval are as follows: 
  

1. Steward St. Elizabeth’s must provide interpreter services as described in the document prepared by 
the Office of Health Equity, which is appended as Attachment 4 and is incorporated herein by 
reference. 
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2. Steward St. Elizabeth’s shall continue to fund the commitments on Community Health Initiatives 
agreed to with regard to previously approved Determinations of Need granted to the Hospital and at 
the time of closing on the acquisition must have completed all current payments. 
 
The Applicant has agreed to these conditions of approval.



Appendix 
 
 

 
Steward St. Elizabeth’s Medical Center of Boston, Inc. 

Project #4-3B90 
 
 
 

List of Attachments 
 

 
 

a. Local governing board committee members 
 
b. Letter from Executive Office of Human Services regarding Medicaid access issues 

 
c. Management Consulting Agreement by and between Caritas St. Elizabeth’s Medical Center, Inc. 

and Steward St. Elizabeth’s Medical Center of Boston, Inc. 
 

d. Comments by the Office of Health Equity 
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Attachment 1: Local Governing Board Committee Members 
 
 
 

First Name Last Name Address City  State Postal Code Service Area 

Ralph de la Torre, M.D.  Newton MA 02465 PSA 
John Holiver  Mansfield MA 02048 SSA 
Kevin Phelan  Wellesley MA 02481 SSA 
Kevin Kelly  Norwell MA 02061 - 
Peter Flaherty  Belmont MA 02478 PSA 
William Hamilton  Brookline MA 02446 PSA 
Lester Sheehan, M.D.  Milton MA 02185 PSA 
Nicolas Madias  Newton MA 02459 PSA 
Joseph Maher  W. Roxbury MA 02132 PSA 

    
 
 

   

    PSA 6 67% 
    Others 3 33% 
    Total 9  
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Attachment 2 
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Attachment 3: 
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Attachment 4: Comments by the Office of Health Equity 
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Saint Elizabeth `shall have in place the following elements of a professional  

medical interpreter services: 

 

1. Develop a detailed plan for periodic training of clinical (especially physicians), support 
and administrative staff on the appropriate use of interpreters. 

2. Revised the policies and procedures to include specific language that clearly states: 

• the availability of interpreter services at no cost,  

• the use of only trained interpreters to provide medical interpretation and/or 
logistical support,  

• the prohibition of the use of minors as interpreters and  

• The discouragement of the use of family members or ad hoc interpreters.  
3. Notify the Office of Health Equity of any substantial changes to the Interpreter Services 

Program 
4. A response addressing the above shall be submitted to the Office of Health Equity with a 

copy sent to the Director of Determination of need 45 days after the approval of the DoN. 
5. Provide yearly a Language Needs Assessment (LNA). (Guiding principles developed by 

OHE are a recommended source.) 
6. Submit an annual progress report to the Office of Health Equity 45 days after the close of 

federal fiscal year.  
7. Follow recommended National Standards for Culturally and Linguistically Appropriate 

Services (“CLAS”) in Health Care (materials available online at 
http://www.omhrc.gov/templates/browse.aspx?lvl=2&lvlID=15) 

 
 


